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INTRODUCTION

Please state your name, address and position.
My name is James L. Harrison. [ am a management consultant and Vice President

with the firm of Management Applications Consulting, Inc., 1103 Rocky Drive,

Suite 201, Reading, PA 19609.

Please state your qualifications.

My qualifications are shown on Schedule JLH-1-1.

SCOPE OF TESTIMONY

~What is your responsibility in connection with this proceeding?

I am responsible for developing the accounting cost of service and marginal cost
studies and the proposed revisions for the Cost of Gas Adjustment Clause used by
Bay State Gas Company (“Bay State” or the “Company”) in rate design in this

filing.

Please outline the organization of your testimony and schedules.

My testimony is organized into three Exhibits, this being the first exhibit. In this
exhibit, I will first discuss the allocation of gas costs using the proposed
Simplified Market Based Allocation Method (“SMBA?”). 1 will discus the reasons

I recommend for implementing the SMBA not only for gas cost allocation in this

T
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case, but for use in all subsequent Cost of Gas Adjustment (“CGA?”) filings. 1
propose changes to the current Cost of Gas Adjustment Clause (“CGAC”) and

have provided a redlined version of the current tariff to highlight proposed

changes.

In addition to this exhibit, Exhibit BSG/JLH-2 will present the results of my
Accounting Class Cost of S.ervice Study (“COSS”) and Exhibit BSG/ILH-3 will
present the results of my Marginal Cost Study. I will describe the two studies and
the various reports that were generated iﬁ support of the proposed rate design.
Since the subject of gas cost allocation is closely related to the cost studies, I
include a complete list of all schedules contained in Exhibits BSG/JLH-1, -2 and -
3 with each piece of my testimony to serve as a ready reference. I have labeled
my Schedules to be consistent with the testimony exhibits. The four schedules
referenced in Exhibit BSG/JLH-1 are labeled sequentially beginning with
Schedule JLH-1-1. The six schedules addressing the accounting cost of service
study and referenced in Exhibit BSG/JLH-2 are labeled Schedule JLH-2-1 though
BSG/JLH-2-6. Finally, the marginai cost study information is presented in

Schedules JLH-3-1 through JLH-3-14.

RATE CLASSES UNDER STUDY

What rate classes did you address in your cost analyses?

I
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My analyses address all of the Company’s firm sales and transportation classes
served under tariffed rates. I did not specifically study the costs to serve
interruptible service or the costs to serve those customers billed under previously

approved special contracts. The bundled sales rate classes are:

Rate designation Description
R-1 Residential non-heating regular
R-2 Residential non-heating low income
R-3 Residential heating regular
R-4 Residential heating low income
OL-1 Outdoor lighting
G-40 General service small high winter use
G-41 General service medium high winter use
G-42 General service large high winter use
G-42 General service extra large high winter use
G-50 General service small low winter use
G-51 General service medium low winter use
G-52 General service large low winter use
G-53 General service extra large low winter use

In addition the Company offers transportation services to all classes excluding

outdoor lighting, labeling the rates with a “T” pre-fix instead of a “G”.

What was the source of the customer data incorporated into your analyses?
The development of billing data was performed by Mr. Ferro and includes
number.of customers, number of bills, weather normalized calendar month sales
and, for the extra large customer classes, weathgr normalized billing demands for

each class, segregated between sales and transportation service.

IS
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MARKET BASED ALLOCATION OF GAS COSTS

Please explain the basis for assigning gas costs to customer classes in your
accounting cost of service study.

Gas costs are recovered through the Cost of Gas Adjustment Clause (“CGAC”).
The accounting cost study is used primarily in the deéign of base rates, where gas
costs are excluded, sd the choice of gas costs, whether historical or prejected, has
a relatively minor impact on the cost study. The only impact of gas cost allocation
in the design of base rates is in the development of indirect gas costs, items that
had been included in base rates prior to unbundling. The indirect gas costs
identified in the cost study are those costs assigned to the gas supply function,
including: (a) manufactured production and storage gas costs, which represent a
portion of the revenue requirement associated with supplemental plant , (b) gas
dispatching and (c) gas acquisition costs including outside services expenses, (d)
uncollectible accounts expense and (e) aésociated overheads. By including all
supply and delivery costs in the cost of service study, the study can identify the
proper segregation of indirect gas costs. For example, the study can correctly
identify uncollectible‘accounts_expense between the gas supply and delivery

functions.

Are gas cost allocation issues limited to the design of base rates?
Certainly not. In the past, the Department specified that weather adjusted actual

test year gas costs should be used for the purposes of developing the class cost of

T
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service study. Using these gas costs, LDCs, including Bay State, have developed
a set of indirect gas costs that are subtracted from the total test year allowed
revenue requirements that form the basis for base rates. These indirect gas costs
are then recovered in the Company’s Cost of Gas Adjustmenf Clause. The CGAC
employs forward-lookiné estimates of gas supply costs coupled with indirect gas
costs that are established in a general rate case and fixed at that level until a

subsequent rate case.

What gas cost allocation method is currently used by Bay State in its CGAC
filings?

The Market Based Allocation method, often referred to as the “MBA™ method.

In simple terms, could you explain the MBA method?

The MBA method was first approved in Bay State’s rate redesign case, D.P.U.
95-52/95-104 (1995). The MBA method first identifies and then separately
assigns costs to the portion of the system load curve-that can be served at
extremely high annual firm load factors. In the case of a hypothetical customer
with a 100% load factor, all of his load can be served with relativg:_ly inexpensive
long line supplies. The MBA method identifies the least-cost supplies,
considering both capacity and commaodity costs combined, to sérve the high load
factor block of system load. Finally, the MBA assigns those costs, on average, to

the loads of the individual customer classes that make up the block. Therefore,

T
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the 100% load factor customer would be exclusively aséigned the costs of the

base load supply used to serve his load.

The MBA method defines base load usage as the level of system load that remains
constant throughout the year. In practice, the level of capacity in the base load
block is computed as the average of normal year firm sendout over the months of
July and August. The base load supply block is intended to serve these
requirements for all customers. The supply costs to serve this block are
determined by assigning the lowest-cost sources available, including capaéity and
commodity considerations. In the MBA method, the capacity and commodity
costs of gas slated for injection and their associated transportation costs are

accumulated and assigned to the winter period.

The MBA method then addresses the allocation of capacity and commodity costs
to the portion of the system load curve that remains after this high load factor

block is served. These remaining loads are primarily firm winter loads.

What level of detail is used in the MBA'’s allocations?

The MBA method employs an extremely low level of detail. Each of Bay State’s
supply resources is aliocated individually. Each allocation is performed daily
using the results of dispatches used to simulate forecasted period opzrations.
Furthermore, allocations are performed using separate dispatches for normal year

and design year sales. The normal year sales are used to allocate commodity

T
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costs while the design year daily dispatch forms the basis for capacity cost
allocations. As a result of this level of detail, the development of MBA allocators

represents a sizable commitment of resources for each CGA filing.

CONSISTENCY BETWEEN GAS COST ALLOCATION AND CAPACITY

ASSIGNMENT

Is the capacity cost allocation method included in the MBA methed
consistent with the capacity assignment methodology prescribed by the
Department in D.T.E. 98-32.

No. Capacity assignment is based on class design day demands, while the MBA
allocates demand costs using a Proportional Responsibility-weighted design year
daily allocation. In 1995, when the Company filed its rate redesign case, the
Department had not yet mandated capacity assignment for customers migrating to
transportation service. Now, the Company assigns capacity to migrating

customers in accordance with Department requirements using a design day

allocation.

Is it appropriate to allocate capacity costs using one method in the semi-
annual CGA filings and use a different method when capacity is assigned to

migrating sales customers?

T
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No. The two methods should employ identical methods to insure that the
capacity-related supply costs for migrating sales customers are the same costs
charged to them when they were sales customers. If not, marketers will be

assigned an inequitable cost for assigned capacity and the assignment of the

' remaining capacity costs to sales customers through the CGAC would also be

inequitable.

Have you encountered this problem in your work for other LDCs under the
Department’s jurisdiction?

Yes. This issue was resolved in general rate cases for Berkshire Gas Company
and Fitchburg Gas and Electric Light Company, D.T.E. 01-56 and 02-24/25,
respectively. In both cases, I proposed the Simplified Market Based Allocation

Method (“SMBA”) which was accepted by the Department.

SIMPLIFIED MARKET BASED ALLOCATION

What are the major differences between the ten-year old MBA method and
the simplified version?

The SMBA allocates costs monthly instead of daily. It uses a single, normal year
dispatch for both commodity and capacity. It allocates average pipeline capacity
and commodity costs to the base use portion of the load curve and then allocates

all remainihg supply costs to the remaining period. The SMBA allocates the

JLES
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remaining capacity costs on the basis of temperature sensitive design day

demands.

Is the SMBA method consistent with the Department’s capacity assignment
methods?

Yes. [ am emulating the same method already used for mandatory capacity
assignment in the MBA gas cost allocations, in particular the use of d(esign‘ day
demand to allocate remaining capacity costs after assigning pipeline capacity
costs. In this manner, migrating customers are assigned the same c_ap.acity cost
for which they were paying under the CGAC rates. With this change, remaining
sales customers are neither benefited nor harmed as the result of customer

migration to transportation service.

Please describe the SMBA method in general terms.

The SMBA method identifies two portions of the utility’s load duration curve and

separately assigns costs to each portion of the curve. Ihave constructed a simple

example, shown as Schedule JLH-1-2, to demonstrate the method. The rectangle
forming the lower portion of the curve represents the “base use” portion of the
curve, which can be served at extremely 'high annual firm load factors. All of this
load can be served with relatively inexpensive long line supplies. The simplified
MBA method identifies the capacity and commodity costs for both supply and
transportation' contracts to deliver these low cost supplies to the high load factor

block of load. The SMBA assigns these costs, on average, to the loads of the
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individual customer classes that make up this block. The upper triangular portion
of the load duration curve represents the “remaining load”. This remaining load is
load served by a combination of supplies including fhe pipeline supplies not
serving the base use portion of the curve, winter service contracts, storage

supplies, peaking supplies and manufactured gas including both propane and

LNG facilities.

The SMBA method defines base use as the level of system firm customer load

that remains constant throughout the year. Interruptible loads and storage refill

* requirements are not considered as part of the base use load since interruptible

loads are not firm loads and storage refill does not represent customer load.
Instead, customer loads served by storage withdrawals and their associated costs
are treated as part of remaining load. In practice, the level of capacity or
maximum daily. quantity of the base use block is computed as the average daily
normal year firm sendout over the months of July and August. The base load
supply block is intended to serve these requirements. So, a hypothetical 100%
load factor customer would be exclusively assigned the coéts of the base load
supply used té serve his load. On the other hand, for a customer who only uses
gas in the winter period, none of his load is in the base load use block of the

utility’s load duration curve and he would not receive any of the base load use

- block of supply.
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The remainder of the SMBA method addresses the allocation of capacity and
commodity costs to the portion of the system load curve that remains after this
high load factor block is served. These loads primarily consist of firm loéds in the
winter period. In the summer, the remaining loads consist of interruptible load,

storage refill, and a minor amount of firm load served on cooler summer days.

How did you allocate capacity costs for the load remaining after serving the
high load factor block?

[ have streamlined the detailed désign year daily allocations incorporated in the
more complex version of the MBA. I have employed the results of the
Company’s daily dispatching model by tabulating results monthly and allocating
costs to classes monthly. The simplified monthly MBA method employs a
normal weather year’s monthly dispatch of supplies net of the high load factor
bloqk already served. The remaining .loads to be served are identified as a single
block, in‘stead of stratifying the remaining load for each dispatched supply source.
Pipeline charges required for summer period storage injections are included in the
remaining load category and are assigned prirharily from the winter period. The
SMBA method allocates the remaining capacity to classes on the basis of their
respective design day demand less that portion of theif load served by base use
supplies. Capacity costs are assigned to months using a Proportional
Responsibility (PR) allocator based on the system’s remaining load in a normal
year. The PR allocator is applied to the total remaining capacity cost to assign

proportionately higher capacity costs to higher load periods. Monthly costs are

|
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then allocated to customer classes in proportion to their monthly usage, after

deducting load served by the high load factor block.

How did you allocate commodity costs fo the remaining portion of the system
load curve?

Monthly commodity costs were computed residually after serving the base load
use block.  Test year monthly commodity costs by source were reduced for base
load vcommodity. The remaining monthly load was assigned to customer classes

in proportion to their remaining usage.

Does this method incorporate any changes to the gas cost allocation method

accepted by the Department in D.T.E. 02-24/25?

- No. The method is conceptually identical. The calculations are identical with one

exception; I made one minor addition to the method, necessitated by the nature of

the dispatch performed by Bay State.

Please explain.

- Bay State undertakes planning studies and forecasted dispatches including the

loads both for its firm sales customers and non-grandfathered transportation
customers in accordance with the Department’s Order in D.T.E. 98-32. The
supply portfolio includes resources to serve firm transportation customers. In

prabtice, the supply costs for these resources are not incurred by Bay State Gas.

‘'The Company assigns these capacity costs to marketers and the marketers, rather

T
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than the Company, incur the commodity costs. However, the Company’s dispatch
simulations include the dispatch of these resources, both capacity and commodity.

The capacity costs and the commodity costs are included in the dispatch.

If the SMBA calculations used the dispatch model outputs without adjustment,
there is a chance that the results would be slightly biased. Bias would only be
introduced if the load factor of the non-grandfathered customers included in the
dispatch were different from the load factors of sales customers in the same
classes. Rather than risk the inclusion of this potential bias, I have chosen to
revise the model to exclude the dispatched costs to serve the non-grandfathered
customers. In order io equitably remove these costs from the gas cost allocations,
I included an additional set of classes representing the non-grandfathered
transportation customers. I allocated gas costs to all classes and simply excluded
the gas costs allocated to these transportation customers when I computed the

SMBA gas costs for the firm sales customers.

Could you further elaborate on the details of the SMBA method you |
employed? |

While the concepts of the SMBA method are quite simple, the mechanics of the
SMBA calculation are somewhat detailed. This filing contains a complete set of
wnrkpapers for the Simplified Market Based Allocation calculations to aid in its
understanding and téchnical review.b Schedule JLH-1-3, consisting of 13 pages,

shows the development of the SMBA allocator. For this example, I have chosen

T
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the test year ending December 31, 2004. In order to develop this exémple I have
employed the test year actual gas costs and sales adjusted for normal weather. By

doing so, the results of this analysis can be used to allocate gas costs in the class

cost of service study.

Page 1 summarizes the results of the SMBA calculations. This summary presents
winter (Peak Period) and summer (Off-peak Period) prices for direct gas costs
applicable to high load factor and low load factor customer classes, excluding
non-grandfathered transportation customers. These prices were established by
summing the gas costs for each rate class, subtotaling into high and load low

factor groupé, computing unit costs and then rounding to four decimal places.

Page 2 presents the sendout by rate class for the test year. The monthly sendout
represents the calendar month sales adjusted for losses to reflect the sendout
statistics that would be recorded at the Company’s gate stations. Page 3 shows the
base use entitlements for each class. Recall that base use is computed as the
average of the daily use in the months of July and August. Page 4 presents the

remaining use, which is simply total use minus base load use for each class.

Please describe how you computed the commodity costs for base load use and

remaining use.
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These calculations aie shown on page 5 of Schedule JLH-1-3. Page 5 shows the
test year volumes and commaodity costs taken from the Company’s daily dispatch
model. At the bottom of the page, base load commodity costs are computed by
multiplying the average pipeline commodity cost by the base load use volumes
previously determined. Remaining commodity costs are computed by subtracting

base load commodity costs from total commodity costs.

How did you segregate demand costs between base and remaining?

That calculation is shown on page 6 of Schedule JLH-1-3. Total pipeline demand

costs were divided by the Maximum Daily Quantity (MDQ) that could be

| delivered to the Company’s city gate. The resulting unit cost was multiplied by

the system’s base load use quantity to determine the total capacity cost assignable
to the base load use portion of the load curve. Page 7 shows the assignment of
base load use demand costs and base load use commodity costs to customer
classes. In each instance, the monthly costs were allocated to customer classes on

the basis of their base load monthly sendouts.

How did you assign remaining capacity costs to classes?

The remaining demand allocation is shown on pages 8 and 9 of Schedule JLH-1-3
and consists of two steps. First, I identified the design day demands of each

customer class and subtracted the portion of the design day load that was already

T
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served through each class’ assignment of base load use demand. The remaining
design day demand loads formed the basis for allocating remaining demand costs
to custbmer classes. This allocation is shown at the bottom of page 8. Once ]
assigned these costs to customer classes, I then allocated these annual costs to
months using a Proportional Responsibility (PR) allocator. This calculation is
shown at the top of page 9 of Schedule JLH-1-3. Only monthly remaining load is
used as a basis for the PR allocation factors. Once monthly factors were
developed, annual class responsibilities were allocated to months as shown on the

bottom of page 9.

How did you calculate class design day loads?

This calculation is summarized on pages 10 and 11 of Schedule JLH-1-3.
Average daily base use was computed for each class and monthly remaining use
was computed. Remaining use for the peak month, January, was then divided by
the month’s degree days to compute a heating factor in the form of therms per
effective degree day. The heating factor was then multiplied by the design day’s

effective degree days and then daily base use was added to derive class design day

demand.

How did you determine class responsibilities for remaining commodity costs?
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This calculation is shown on page 12 of Schedule JLH-1-3. Total remaining
commodity costs were previously determined monfhly. Each month’s remaining
commodity cost was allocated to classes on the basis of class remaining sendouts
in that month. The results of that calculation are shown on the middle of page 12
while the bottom of the page indicates total remaining "costs, computed as the sum

of demand and commodity costs.

Please describe the calculations shown on page 13 of Schedule JLH-1-3.

This page summarizes the results of all earlier calculations. The gas cost
allocations are used to determine two average seasonal costs, one for high load
factor classes and one for low load factor classes. The top half of the page depicts
the costs to serve, while the Boﬁém half reflects costs on a per unit basis. Details
are provided for seasonal gas costs segregated between demand and commodity.
This allows for the computation of the unit costs shown at the right. The bolded
figures shown on the top half of this page provide annual allocation factors for |

demand and commodity costs in the Accounting Cost of Service Study, Schedule

JLH-2-1.

How are the gas costs for the test year shown in Schedule JLH-1-3 employed

to gstablish gas pricing in future CGAC filings?

M
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The Department’s current practice for gas pricing establishes rates on a fqrward-
looking basis. The allocated test year gas costs shown on Schedule JLH-1-3 refer
to a historical period and must be updated using forecasted costs. Therefore the
figures shown on Schedule JLH-1-3 are of little value in establishing gas costs for
the future. However, the same methods t.hat I have used to assign historical test
year gas costs to classes should be employed in allocating forecasted gas costs in

future CGAC filings.

Have you prepared a CGAC ﬁling using the SMBA method?

Yes, Schedule JLH-1-4 presents the gas cost calculations for the period November
1, 2004 to October 31, 2005. This period was chosen to be consistent with the |
Company’s CGAC filing of September 14, 2004 for the same period. By utilizing
the same period as well as identical load and cost data, a direct comparison of the
two methods is possible. Schedule JLH-1-4 has the same page layout as Schedule
JLH-1-3. There are only three differences between the two schedules. First,
Schedule JLH-1-4 contains a forecast of gas costs while Schedule JLH-1-3
contains test year weather normalized actuail gas costs. Second, the forecasted gas
costs in Schedule JLH-1-4 include not only the gas costs to ser§e the Company’s
firm bundled sales customers, but it also includes the non-grandfathered
transportation customers for which the Company is responsible for capacity
planning. In contrast, Schedule JLH-1-3 contained only the bundled firm sales

customers and the net gas costs incurred to serve them. Capacity costs incurred to

m
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serve non-grandfathered transportation customers were offset by capacity release
revenue and the net capacity costs were used in Schedule JLH-1-3. Third,
Schedule JLH-1-3 dealt with total sYstem costs and loads. Schedule J LH-'1-4'was
designed to provide capacity assignrhent data as well as CGAC data.
Consequently, the supply cost and load data was developed separately for the
Brockton division, served by the Algonquin pipeline, and the
Springfield/Lawrence area served by the Tennessee Gas Pipeline and then

summed to genefate total Company statistics.

You stated earlier that the choice of time period for Schedule JLH-1-4 was
made to allow direct comparison with the CGAC filing made last fall. Have
you made that comparison?

Yes, I have tabulated the results of the two different gas cost allocation methods

of Schedule JLH-1-5. Pages 1 and 2 of this schedule display the gas revenues that

would be collected under the current MBA allocation method and those that
would be collected under the proposed SMBA method, respectively. The
differences, both in total dollars and in percentages, are displayed on page 3. The
results of the two methods are very similar. The allocation of gas costs between
the winter (Peak Period) and summer (Off-peak Period) seasons is virtually
identical. The SMBA method assigns 0.1% more costs in the winter séason. In
the more significant winter period, the rates charged to low load factor classes,
predominantly heating customers, would decrease by 0.3%, while the high load

classes, representing less than 10% of the total sales, would increase by 4.5%.

g
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Customer impacts in the summer would be even smaller. Since the differences are
small and the SMBA results are consistent with the Department’s mandatory
capacity assignment rules, the Company proposes to implement the SMBA gas
cost allocations immediately and will file a revised CGAC as part of its

compliance filing in this proceeding upon approval of the Department.

COST OF GAS ADJUSTMENT CLAUSE

Have you propoéed any conceptual changes to the CGAC?

No, the concepts embedded in the proposed CGAC are unchanged. However, I
am proposing one simplification. Bay State’s current CGAUC establishes gas
prices for ﬁine different load factor-based rates each season depending on rate
class'es. In many cases, the rates are very similar. I am proposing that the CGAC

be revised to be consistent with more recently approved CGAC filings for

' Berkshire Gas Company and Fitchburg Gas and Electric Light Company and

reflect a single rate for all high load factor customer classes and a second rate for

all low load factor customer classes.

Why are you proposing this change?

A review of the current CGAC rates demonstrates that the gas costs to serve the
high load factor classes are quite similar. Similarly, the low load factor classes
have similar costs to serve. The variations in costs among the individual high

load and low load factor classes are véry small. 1 believe that two prices are

T
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adequate to convey the necessary price signal and will avoid much unneeded
administration time and complexity to maintain separate CGAC prices for each
rate schedule. The variations' are not a function of the size of the customers in the
class, but rather the overall load factor of the class. In general, low load factor
classes use natural gas primarily as a heating fuel while high load factor classes
use gas for process loads, albeit water heating in the small residential classor
industrial production processes in the very largest C&I classes. The minor
variations in costs among the high and low load factor classes do not convey any
additional price signal information nor will they lead to different consumption
decisions for customers. Therefore the administrative effort to maintain these

distinctions is unnecessary.

Have you prepared any of the schedules typically filed with a semi-annual
CGAC filing?
Yes, Schedule JLH-1-5 presents Section 2, 3 and 4 of the CGAC filing. As you

can see, the format of the filing is unchanged from the past.

How will the implementation of the SMBA impact the CGAC tariff itself?
With the exception of aggregating individual rate class prices into high load factor
and low load factor price, the changes are very minor. I have included a redlined
markup of the current CGAC to demonstrate the changes and labeled it Exhibit

BSG/JLH-1-6. The changes can be classified into three categories:

T
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1. Changes necessitated to describe rates by load factor rather than by
individual rates class,
2. Changes to improve understanding, such as including a tabulation of the

indirect cost factors established as part of the Company’s most recent base
- rate proceeding that will be unchanged until the next general rate case,
3. Changes necessitated by starting with costs dispatched to serve loads

rather than costs as they are incurred.

Could you please expand your explanation of this last change?

The CGAC is based on forecasted gas costs. In order to generate its estimates, the

. Company runs its Sendout model to generate a least cost daily dispatch simulation

for the forecasted test period. Thé model automatically handles storage injection

~ and withdrawal calculations and can produce reports showing the cost of gas as it

is acquired or the cost of gas as it is dispatched. The CGAC calculations are all
baseci on the cost of gas dispatched to firm sales customers. Yet the existing tariff
language deals with the cost of gas as it is acquired and mechanical ly addresses
the cost of gas placed into storage, removing these costs from the summer season
and shifting them to the winter when they are withdrawn. The revised tariff
language removes the mechanical instructions to shift storage injection costs
between seasons and utilizes the costs as they are dispatched to serve customer
load. Thus, the cost of gas purchaséd for injections does not appear in the
summer season, instead the entire cost of storage withdrawals appear in the

winter. This change does not impact the level of gas costs; it simply reduces the

T
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computational burden within the CGAC filing by more fully utilizing the data
available from the dispatch model. This change makes Bay State’s CGAC tariff
consistent with that of Fitchburg Gas and Electric Light Company, another utility

that utilizes the Sendout dispatch model.

When would Bay State propose to implement the simplified Market Based
Allocation method in its CGAC filings?

'The>new CGAC rates would be prepared and submitted for approva_l for
implementation immediately after Department approval of revised tariff language.
Bay State would propose revised CGAC rates as part of its compliance filing and

implement the new rates for service rendered after the effective date of the order.

Does this conclude your testimony?

Yes, it does.

M |
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EXHIBIT JLH-1-1
QUALIFICATIONS OF JAMES L. HARRISON

WOULD YOU DESCRIBE YOUR EDUCATIONAL BACKGROUND?

My undergraduate work was taken at Lehigh University, Bethlehem,
Pennsylvania. | graduated in 1968 with a Bachelor of Science degree in
Engineering Mechanics, with a strong background in Electrical
Engineering. Following graduation, | joined General Electric Company in
Pittsfield, Massachusetts, and enrolled in their evening program, taking
courses in Engineering Economics. While still employed at GE in a field
service position, | enrolled in a graduate program in Electrical Engineering
at Old Dominion University, Norfolk, Virginia. 1 also took accounting
courses at the City College of Charleston (South Carolina) and at the
Southeastern Branch of the University of Connecticut, located in New
London, Connecticut. | then left General Electric to pursue fuli-time
graduate studies at the University of Connecticut. | graduated in 1973
with a Masters of Businesé Administration degree, specializing in
industrial Administration. | joined Gilbert Associates, Inc., and completed
numerous short courses offered by the Company in the fields of
Management Science, Construction Management and Computer Science.
| have also attended numerous industry workshops and seminars in the

areas of cost of service and rate design for the electric utility industry.

ARE YOU A REGISTERED ENGINEER?
Yes, since 1975, | have been a licensed professional engineer by

examination in the State of Pennsylvania, License No. PE-023191-E.

PLEASE DESCRIBE YOUR PROFESSIONAL BACKGROUND.
| have been employed by Management Applications Consulting, providing
management consulting services to utilities since 1984. Previously, | was

employed by Gilbert Associates, Inc., in various capacities for over 11

M
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years. Prior to that, | was employed by General Electric Company
Ordinance Systems Division for over three years.

BEGINNING WITH YOUR FIRST EMPLOYMENT, WOULD YOU
BRIEFLY DESCRIBE YOUR DUTIES WITH GENERAL ELECTRIC?
Upon graduation from Lehigh University, | was employed by General
Electric Company to work in a field service capacity on the Poseidon
missile fire control system. After an intensive training program, |1 was
assigned to the Training Facilities Division and given responsibilities for
construction management, installation supervision and certification testing
of Poseidon Missile Fire Control Training Systems at naval training
stations at Dam Neck, Virginia; Charleston, South Carolina and New
London, Connecticut. My assignments included the development and
letting of contracts for suitable subcontractors, critical path method
scheduling, cost accounting and actual equipmAent certification testing.
During this period, | received first-hand knowliedge of costs and cost

control in large organizations.

PLEASE DESCRIBE YOUR DUTIES WITH GILBERT ASSOCIATES,
INC. ‘

My initial assignment was with the Scheduling Department, in charge of
the development of engineering and construction Schedules for large
electric utility projects. Most of my Schedules employed the precedence
method of Critical Path Method (CPM), scheduling to cﬁomputer model the
interfaces between engineering disciplines, construction subcontractors
and equip'ment suppliers. | developed sophisticated engineering
Schedules for two nuclear plants and construction Schedules for two fossil
plants. |also scheduled the engineering and construction activities for
major additions and modifications to Rochester Gas and Electric’'s R. E.
Ginna Nuclear Power Plant. My next assignment was as an administrator

for a group of approximately 150 engineers. My responsibilities included

M
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budgeting, forecasting, staffing and supervision of computer program
development activities. 1 also acted as special consultant on matters of
statistics and probabilistic inference. In 1978, | transferred to the
Management and Consulting Division and have held progressively more
responsible positions with its Cost and Load Analysis Department,
culminating with the title of Department Manager and Senior Consulting
Engineer. In this position, | was responsible for the administration of a
group of professionals working in the field of Regulatory Services. My
work required technical supervision over my colleagues in the
performance of cost of service studies and various rate and cost-related
studies. |

PLEASE DESCRIBE YOUR DUTIES WITH MANAGEMENT
APPLICATIONS CONSULTING, INC.

As a principal in the firm, | am responsible for all phases of consulting
services offered to electric and gas utilities. Acting as project manager
and principal consultant, | provide services in all phases of utility rate and

regulatory matters.

COULD YOU PLEASE EXPAND ON YOUR TECHNICAL EXPERIENCE
IN COST AND LOAD ANALYSIS FOR UTILITIES?

My work has centered in four areas: the performance of accounting cost
of service and rate design studies, the performance of marginal cost of
service studies, the development of new and improved methods of
performing either type of cost of service study and, lastly, special projects.
Let me discuss these activities one at a time.

| have performed numerous accounting cost of service and rate design
studies, including conventional, time-differentiated bundled and fully
unbundled studies. In the process of conducting such studies, | have

supervised the development of computerized loss analyses and load

M
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research based class demand analyses. Working with the resulits of these
studies, | have performed conventional rate designs as well as developed
unbundied, time of day, load management, conservation, interruptible,
curtailable and experimental rate designs.

In the area of methods and procedures, | was responsible for developing
the methods utilized by all Gilbert Associates’ Consultants in performing

time-differentiated accounting cost studies. In 1977, | devised the

Probability of Dispatch Method to allocate production costs to fime periods ’

and have supervised the development of computer software to carry out
the method. In a similar vein, | have been the system architect to lay out
the development of a system of interrelated computer programs to
vertically integrate plant allocations to time periods and customer classes.
In 1994 | developed the Market Based Aliocation (MBA) method to
'aIIocate gas supply costs for gas distribution utilities.

My responsibilities under the category of special assignments are many
and varied. | have been an active member of the IEEE Demand Side
Management Committee and the Aséociation of Energy Service
Professionals. | have authored generic cost of service and rate design
testimony for hearings held by the Public Utility Commission of Texas, the
Rhode Island Public Utilities Commission and the Fiorida Public Service
Commission. | assembled a primer on marginal costing techniques for a
Central American utility. | have reviewed the marginal costing techniques
employed by a French consulting firm for a utility whose generation is
predominantly hydro-electric. | have been a principal investigator in
several Electric Power Research Institute sponsored researéh projects. |
have negotiated transmission wheeling contracts, performed economic
feasibility studies, participated in large-scale management audits and

prepared portions of Engineer’s Réports for municipa| bond financing.

M
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HAVE THE RESULTS OF YOUR WORK BEEN FILED WITH ANY
REGULATORY COMMISSION?

Yes, in the course of my employment, the studies in which | have
participated have been presented before the Federal Energy Regulatory
Commission, the Massachusetts Department of Telecommunications and
Energy, the Public Utility Commission of Texas, the Pennsylvania Public
Utility Commission, the Public Service commission of New York, the
Arizona Corporation Commission, the Public Service Commission of
Wisconsin, the Public Service Commission of Ohio, the New Hampshire
Public Utilities Commission, the Maine Public Utilities Commission, the
New Jersey Board of Public Utilities, the Public Service Commission of
Florida, lllinois Commerce Commission, Rhode island Public Utilities

Commission and the Vermont Public Service Board.

COULD YOU BRIEFLY EXPLAIN YOUR EXPERIENCE WITH NEW
ENGLAND UTILITIES? |
Starting over twenty years ago, | was heavily involved in the

Massachusetts’ generic investigation into the feasibility of implementing

marginal cost-based rates, Docket No. 18810. | performed electric utility

marginal cost studies for New Bedford Gas & Edison Light Company,
Eastern Edison and Fitchburg Gas & Electric, and Cambridge Electric
Light Company.

In the 1980’s, | developed time differentiated accounting cost study
allocators, utilizing my “Probability of Dispatch” technique for COM
Energy, EUA and Northeast Utilities. | assisted in load research sample
selection and system loss factor development for COM Electric. | assisted
Western Massachusetts Electric Company in the computation of loss
factors and the separation of distribution ptant into primary and secondary
voltage functions and the development of loss factors.

IS
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More recently, | have evolved a marginal gas cost of service study

procedure which was employed in filings for Berkshire Gas Company,
Boston Gas Company, Bay State Gas Company, Fall River Gas
Company, Fitchburg Gas and Electric Light Company, New York State
Electric and Gas, Northern Utilities, EnergyNorth Natural Gas, and

Commonwealth Gas Company. | assisted the Vermont Gas Company in

measuring costs and benefits of various supply side projects. | developed

a cdmputerized ogive curve employed by Boston Gas as part of its
weather normalization calculations and assisted in the initial development
of an end use load research experiment to monitor the effectiveness of
conservation and load management programs. | proposed and
implemented commercial and industrial reclassification for a half dozen
New England gas utilities. | have participated in all phases of Demand
Side Management programs but most heavily in the computation of
avoided cost studies and lost base revenue calculations. | have also
participated in the preparation of Integrated Resource Plans for gas
utilities, concentrating on the areas of load forecasting, supply planning,
and profitability analyses. | have developed the Market Based Allocation
Method for production cost allocation for local distribution utilities and
employed it in unbundling cost studies for six New England utilities. Most
recently, | testified on behalf of Connecticut Natural Gas and Southern
Connecticut Gas Company in generic hearings on the subject of gas cost
allocation and for the Burlington Electric Department on cost of service
and rate design issues.

M
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SCHEDULE JLH-1-7

PAGE 1 of 36
' BAY STATE GAS COMPANY M.D.T.E. No. 36
. ' Cancels M.D.T.E. No. 3;-Sheet-No—1
BAY-STATE GAS-COMPANY
Page 1 of 36
COST OF GAS ADJUSTMENT CLAUSE
Index
6:01 1.0 Purpose
6:022.0 Applicability
6-63 3.0 ~ Cost of Firm Gas Allowable for Cost of Gas Adjustment Clause (CGAC)
6:04 4.0 Effective Date of Gas Adjustment Factor (GAF)
6-055.0 Definitions
6.06 Gas Adjustment Factor Formulas by Gustemer-ClassHigh and Low Load Factor Classes
6:041.0 Interruptible Sales, Nen-Traditional—Off-System - Sales, and Capacity Release

Revenues .
6-08 8.0 Gas Suppliers' Refunds - Accounts 242-1-and-242-2265.85 and 265.86
6-09 9.0 Reconciliation Adjustments —Aeeeunt175— Other than Purchase Gas Working Capital
6-10.0 Reconciliation Adjustments —Aeeount-176—— Purchase Gas Working Capital
6-11.0 Application of GAF to Bills :
. 6-12.0 Information Required to be Filed with the Department
6-13.0 Other Rules
6-14.0 Customer Notification
6-1 2%
0 Bad Debt Expense and Bad Debt Working Capital

6:011.0 Purpose ' |

The purpose of this clause is to establish procedures that allow Bay State Gas Company ("Bay
State" or the "Company"), subject to the jurisdiction of the Department of Publie
UtilitiesTelecommunications and Energy ("Department") to adjust, on a.semiannual basis, its

rates for firm gas sales and-standby—gas-supply-service in order to recover the costs of gas
supplies, along with any taxes applicable to those supplies, pipeline and storage capacity,
production capacity and storage, bad debt expense associated with purchase gas costs, and the
costs of purchased gas working capital, to reflect the seasonal variation in the cost of gas, and to
credit all supplier refunds and the margins above the Annual Threshold associzted with capacity |
credits from non-core sales and transportation, interruptible sales and transportation and capacity
release sales to firm ratepayers. '

. Issued by: Stephen H. Bryant Issued On: April 27, 2005
President Effective: NevemberJune 1, 26002005
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PAGE 2 of 36

. BAY STATE GAS COMPANY M.D.T.E. No. 36

Cancels M.D.T.E. No. 3-Sheet No—2
BAY-STATE GAS-COMPANY

Page 2 of 36

COST OF GAS ADJUSTMENT CLAUSE

6-622.0 Applicability \ |

This Cost of Gas Adjustment ("CGAC") shall be applicable to Bay State and all firm gas sales
made by Bay State, unless otherwise designated. The application to the clause may, for good
cause shown, be modified by the Department. See Section 6:13.0, "Other Rules." I

6-033.0 Cost of Firm Gas Allowable for CGAC _ l

All costs of firm gas including, but not limited to, commodity costs, taxes on commodity, demand
charges, local production and storage costs, other gas supply expense incurred to procure and
transport supplies and bad debt percent (from the last general rate case) applied to allowable

. CGAC costs for the forecast period, the-gas-used-in-company-operations—transportation |

fees, costs associated with buyouts of existing contracts, and purchased gas working capital may
be included in the CGAC. Any costs recovered through application of the CGAC shall be

identified and explained fully in the semi-annual filing-filings outlined in Section 6-12.0. I

6-044.0 Effective Date of Gas Adjustment Factor I

The date on which the seasonal Gas Adjustment Factors ("GAF") become effective shall be the

fist day of the first billing-eyelemonth of each season as designated by the Company. Unless |
otherwise notified by the Department, the Company shall submit GAF filings as outlined in

Section 6-3112.0 of this clause at least 45 days before they are to take effect. I

6-055.0 Definitions _ I

The following terms shall be defined in this section, unless the context requires ctherwise.

Issued—Oetober-23,2000
. Issued by: Stephen H. Bryant Issued On: April 27, 2005
President Effective: NevemberJune 1, 26002005
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BAY STATE GAS COMPANY ' M.D.T.E. No. 36

Cancels M.D.T.E. No. 3-Sheet-Ne—3

-BAY STATE - GAS-COMPANY
Page 3 of 36
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- COST OF GAS ADJUSTMENT CLAUSE

Annual Threshhold - A threshold level of margins, established annually and separately

for Capacity Release, Interruptible Sales and Nen-Traditional-Off-System Sales,
based on the twelve months ended April 30 each year, the level above which the
Company retains 25% of such margins.

Bad Debt Expense - is the uncollectable expense attributed to the Company's gas costs
plus allowable working capital derived from the gas cost portion of bad debt.

Base Load Requirements - The annual quantity of gas supply needed to satisfy the

lowest level of firm demand plus—storage—injections—over—a-period—of-60
consecutive-daysbased on the average July and August loads.

Capacity Release Revenues - The economic benefit derived from the sale of upstream
capacity.

Carrying Charges - Interest expense calculated on the average monthly balance using
Bank-Bostonthe consensus prime lending-rate_as reported in the Wall Street
Journal.

Economic Benefit - The difference between the revenues received and the marginal
cost determined to serve non-core customers.

Interruptible Sales Margins - The economic benefit derlved from the interruptible sale
of gas downstream of the Company's distribution system. '

Inventory Finance Charges - As incurred or billed in-each pealseasormonth for
annual-charges-the carrying costs on the value of the balance of inventory gas for
the respective month. The total harges shall represent an accumulation of the projected
monthly charges as calculated using the monthly average of financed inventory at the
existing (or anticipated) financing rate of the Company or through a trust or other
financing vehicle.

Local Production Capacity and Storage Costs inelude- Include the ancillary supply
costs of providing sgeicaae—seﬂqee—ﬁem—the—gempa-ﬁw-&ge—ﬁ&&hﬂ%
e—ENGlocal manufactured gas, gas dispatching. gas acquisition, and
LPG)miscellanecus A&G costs as determined in the Company's most recent rate
proceeding._Per this proceeding, $7.401,961 shall be allocated to the peak period and
$325.300 shall be allocated to the off-peak period.

MBA—-SMBA - Simplified Market Based AHoeatorAliocation Method - Used in

determining the allocation of gas costs among eustemer High and Low Load Factor
classes.
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COST OF GAS ADJUSTMENT CLAUSE

Non-Core Commodity Costs - The commodity cost of gas assigned to non-core sales
to which the GAF is not applied. Non-core sales include sales made under interruptible
contracts, non-core contracts and nen-traditional-off-system sales.

Non-Core Sales Margins - The economic benefit derived from non-ccre transactions to
which the GAF is not applied, including interruptible sales and other non-core sales
generated from the use of -the Company's Gas Supply Reseureeresource portfolio.
Non-Traditional Off-System Sales Margin - The economic benefit derived from
the non-firm sales of natural gas supplies upstream of Company's distribution system.
Number of Days Lag is-the- The number of days lag to calculate the purchased gas
working capital requirement as approved by the Department.

Off-Peak Commodity is—unless- Unless otherwise approved by the Department, the

gas supplies proeured assigned by the Company to serve firm load in the off-peak
season.

Off-Peak Demand is—unless- Unless otherwise approved by the Department, the gas

supply demand and transmission capacity procuredassigned by the Company to serve
firm load in the off-peak season.

Off-Peak Period for-BayState-Gas-Company-is- May through October.

Peak Commodity is—unless- Unless otherwise approved by the Department, the gas
supplies proeuredassigned by the Company to serve firm load in the peak season.
Peak Demand is—unless- Unless otherwise approved by the Department, gas supply
demand, peaking demands, storage and transmission capacity proeuredassigned by the
Company to service firm load in the peak season.

Peak Period for-Bay-State-Gas-Company-is- November through. April.

PR _Allocator - The percentage allocated for the portion of annual capacity charges
assigned to the peal-periodseasons calculated in each CGA filing.

Pretax Weighted Cost of Capital is+he- The result of the calculation of the weighted
cost of capital minus the weighted cost of debt, divided by one, minus the currently
effective combined tax rate, plus the weighted cost of debt.

Purchased Gas Working Capital is-the- The allowable working capital derived from
peak and off-peak, demand and commodity related costs.
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COST OF GAS ADJUSTMENT CLAUSE

:Weighted Cost
of Capital is the weighted cost of capital as set in the Company's most recent base rate
case.

Weighted Cost of CapitalDebt is the weighted cost of eapitaldebt as set in the
6) Company's most recent base rate case.

N arochtod 2 O Deah

Gas Adjustment Factor (GAF) Formula

The Gas Adjustment Factor (GAF) Formula shall be computed on a semiannual basis using
forecasts of seasonal gas costs, carrying charges, sendout volumes, and sales volumes. Forecasts
may be based on either historical data or Company projections, but must be weather-normalized.
Any projections must be documented in full with each filing.

A separate seasonal GAF will ‘be computed for the combined Low Load Factor classes namely
Rates R-3. R-4, G-40, G-41, G-42 and G-43; and for the combined High Load Factor classes
namely Rates R-1, R-2, OL, G-50, G-51. G-52 and G-53. The calculation of each seasonal GAF
utilizes information periodically established by the DTE. The table below lists the following
approved cost factors:

Local Production & Storage Cost $7.727.261

LNG/LPG Production Cost included above $5.258.855

Bad Debt Expense Percentage 2.184%

Peak GAF Formula

The Peak GAF shall be comprised of a peak demand factor (DFp), a peak commodity factor ard
(CFp). a peak production and storage demand factor (PSp). gas suppliers’ refund factors (R1 and
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COST OF GAS ADJUSTMENT CLAUSE

R2) defined in Section 8.00 and a bad debt factor (BDFp) defined in Section 15.00. for each-of

" the Company's firm-sales-eustomerHigh and Low Load Factor classes and calculated at the
beginning of the peak season according to the following formula:

GAFp”

DFp* =

= DFp**E%% 4 CFp* + BDEPBDF R1-R2

Peak Demand Factor (DFp) Formula

Dp* - NCSMp* - STRANDp®
P : Sales” + RFpd + WCFpd—=Rid—=R2d

2 DCx - Quapn SR Ax
L T~ oot

Dp’'= BASEDD;‘ + REMAINDp® + PSp* - SBDp*

and:

NCSMp” = CRR* + ISM* + NTSM*

and:
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COST OF GAS ADJUSTMENT CLAUSE
PS,=(PS % PS%) % MBAx
and:

RFpd = Rpd/P:Sales

and:
WCFpd =[ (WCApd x CC) - ( WCApd x CD))+(WCApd x CD)+ WCRpd
(1-TR)
P : Sales
and:

WCApd = Dp x (DL/365)

BASEDp Peak period base use demand charges assigned on the basis of base use entitlements_fo
low cost pipeline supplies using the average of July and August’s daily 1oads.

CC Weighted cost of capital as defined in Section 6-:65500.

CDh Weighted cost of debt as defined in Section 6-0565.00.

CRR The returnable Capacity Release Revenues allocated to the peak period. See Section

DL Number of days lag from the purchase of gas from suppliers to the payment by
customers. _

Dp Demand Charges allocated to the peak period as defined in Section

. Issued by: Stephen H. Bryant __Issued On: April 27, 2005
President Effective: NevembezJune 1, 20802005
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COST OF GAS ADJUSTMENT CLAUSE

NCSMp* The sum of the returnable Interruptible Non-Core Sales Margins, the returnable Capacity
Release Revenues and the Nen=Traditionad-Off-System margins.

ISM The returnable Interruptible Sales Margins allocated to the peak period. See Section

NTSM The returnable Nen=Traditional-Off-System Sales Margins allocated to the peak
period. See Section 6-0+7.00.

P:Sales Forecasted sales volumes associated with the peak period.

Damnand charon = o Q ho OIARB-9N a 0
” g wavEsus VLS y v, 7
o
O

REMAINDp  Peak period remaining use demand charges assigned to classes on the basis of their load’s

contribution to the design day load less their base use entitlements to pipeline supplies.
This remaining capacity cost is allocated to seasons using the Proportional Responsibility

(PR) allocator.

RFpd Peak demand charge reconciliation adjustment factor per billed peak sales volume
associated with demand charges related to the peak period.

Rpd Reconciliation Costs - Peak demand deferred gas costs, Account 175.21 balance,

Issued by: Stephen H. Bryvant Issued On: April 27. 2005
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inclusive of the associated Account 175.21 interest, as outlined in Section 6-889.00.

eustomers:

STRANDp Stranded production and Storage costs assigned to the peak period and classes in the
same manner as remaiping use demand charges.

TR Combined Tax Rate as defined in Section 6:6865.00

WCApd Demand charges allowable for working capital application as defined in Section 6-10.00.

WCFpd Working Capital allowable factor per billed peak sales volume associated with demand
charges allocated to the peak period as defined in Section 6-10.00.

WCRpd Working Capital reconciliation adjustment associated with peak demand charges -
Account 342-1176.24 balance as outlined in Section 6:10.00.

X Designates Customer—Class—Load Factor Specific allocation of costs, based on

Simplified Market Based Allocation factors_as determined in the Company’s most recent
. ' rate proceeding.

PSpx _ Portion of test year Local Production Capacity and Storage Costs, as defined in Section 5.00,
allocated to peak period firm sales through the CGAC as determined in the Company’s most
recent rate proceeding.

Peak Commodity Factor (CFp) Formula

CFp*=[ Cp*-NCCCp*+FC* ] + RFpc + WCFpe—Rte—=R2e

P: Sales *
and:
Gp___s PG BQ 5"'I¥IJ ’E'IIQ]E"‘SB]E ox
and:
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COST OF GAS ADJUSTMENT CLAUSE
ands
BQ&QE%LB&%(B@%@PGM)»—MBA&]
Cp*= BASECpX + REMAINCpx - SBCp*
and:
RFpc = Rpc/ P:Sales
and:
WCFpc =[ (WCApc x CC) - (WCApc x CD)]+(WCApc x CD)+ WCRpc
(1-TR)
P: Sales
and
WCApc = Cp x (DL/365)
Where
a vk 3 s SEATATA)
BASECp Peak period base use commodity charges assigned on the basis of base use entitlements to
low cost pipeline supplies using the average of July and August daily loads.
ccC Weighted costs of capital as defined in Section 6-055.00
CD Weighted costs of debt as defined in Section £-055.00.
Cp Commodity Charges allocated to the peak period as defined in Section €-065.00.
DL Number of days lag from the purchase of gas from suppliers to the payment by
customers.
FC Inventory finance charges as defined in Section 6:685.00.
i .3 o etions inte g “___.___.

Issued—Oetober-23;-2600
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‘NCCCp Non-Core Commodlty Costs allocated to the peak period as defined in Section 6—95
P:Sales Forecasted sales volumes assoc1ated with the peak period.
[)

REMAINCp  Peak period remaining use commodity charges computed as dispatched commodity costs
less base use commodity costs.

RFpc ' Peak commodity charge reconciliation adjustment factor per billed peak sales volume
associated with commodity charges related to the peak period.
Rpc Reconciliation Adjustment Costs - Account 175 .223 balance, inclusive of the associated

Account 175 223 interest, as outlmed in Section 6—999 00.

TR Combmed Tax rate as deﬁned in Sectlon 6-055.00.
WCApc Commodity charges allowable for working capital application as defined in Section
6-10.00, |
WCFpc Working Capital allowable factor per peak sales volume associated with commodity
charges allocated to the peak period as defined in Section 6:10.00. |
WCRpe Working Capital reconciliation adjustment associated with peak commodity charges
Account 175.24 balance as outlined in Section 6+10.00.
X Designates eustomerLoad Factor class specific allocation of costs, based on Simplified
Issued—Oetober-23,2000
. Issued by: Stephen H. Bryant Issued On: April 27, 2005
President Effective: NevemberJune 1, 20662005
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COST OF GAS ADJUSTMENT CLAUSE

Market Based Allocation factors:

Whezre:

BDp——Peak Bad Debt-Expense, as defineddetermined in Seetion-6:66-
g S - A IAZ . ] h i E . . ] i g i - S . 5 _ E 5.

balanee:
TR (Combined—Taxthe Company’s most recent rate as—defined—in—Secetion
6-06proceeding.
Issued—Oetober-23,2000
Issued by: Stephen H. Bryant Issued On: April 27.-2005
President Effective: -NevemberJune 1, 20002005
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Off-Peak GAF Formula

The Off-Peak GAF shall be comprised of an off-peak demand factor (Dfop) an_off-peak
production and storage demand factor (PSop) an off-peak commodity factor fef—e&eh—ef—the

supphers refund factors (R] and R2) deﬁned in Sectlon 8.00 and a bad debt factor (BDF),
defined in Section 16.00 for the Company's High and Low Load Factor classes. and calculated at
the beginning of the off-peak season according to the following formula.

GAFop* =DFop* + CFop* ~BDB¥ep+ PSopx + BDF - Rl and R2

Off-Peak Demand Factor (DFop) Formula

DFop*=__Dop* + RFopd +VWCFopd‘—R—1—d;R2éc _ | ‘
OP:Sales”

and:
Dop¥ = Sum:BLDop* + (Sum:BLDXop* x (1 - PR))
and:

RFopd =Ropd / OP:Sales

Teanned: Ann{—nknv ‘)Q 00(\(\

e
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and:
WCFopd =[(WCAopd x CC) - (WCAopd x CD)]
(1-TR) .+ (WCAopd x CD) + WCRopd
(OP:Sales)
and:
WCAopd =Dop (DL/365)
Where:
BLDop Demand charges billed to the Company during the off peak period for the portion of base
demand associated with serving base load requirements as defined in Section 6-055.00.
BLDXop Base demand costs in excess of demand costs associated with base load level billed to the
Company during the off-peak period.
CcC Weighted cost of capital as defined in Section 6-885.00.
CD Weighted cost of debt as defined in Section 6-885.00
DL Number of days lag from the purchase of gas from suppliers to the payment by
customers,
Dop Demand charges allocated to the off-peak period as defined in Section 6-653.00.
LBop Portion of Upstream Pipeline Reservation Charges assigned to Load Balancing.
OP:Sales Forecasted sales volumes associated with the off-peak period.
PR Proportional Responsibility Allocator - A percentage representing a portion of

capacity/product charges incurred in the off-peak season and assigned to the peak period
calculated in each CGA ﬂlmg as deﬁned in Sectlon 6—955 0.

Issued by: Stephen H. Bryant Issued On: Aprl 27, 2005
President Effective: NevemberJune 1, 20062005
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volume associated with demand charges related to the off peak period.

Ropd Reconciliation Costs - Account 175.311 balance, inclusive of the associated Account
175.811 interest, as outlined in Section 6-8699.00.

SMBA Simplified Market Based Allocator — Load Factor specific allocator as defined in Section
5.00

TR Combined Tax rate as defined in Section 6-085.0 -

WCAopd Demand charges allowable for working capital application as defined in Section 6.10.

WCFopd Working Capital factor allowable per billed off-peak sales associated with demand
charges allocated to the off-peak period as defined in Section 6:10.0

WCRopd Working Capital reconciliation adjustment associated with off-peak demand charges
balance account 175.14 balance as outlined in Section 6-%10.0.

X Designates eustomer—eclassLoad Factor specific allocation of costs based on
Simplified Market Based Allocation factors, as determined in the Company’s most recent
rate proceeding.

. PS,,* _ Portion of test year Local Production Capacity and Storage Costs, as defined in Section 5.00,

allocated to off-peak period firm sales through the CGAC as determined in the Company’s most

recent rate proceeding,

Off-Peak Commodity Factor (CFop) Formula

CFop*= Cop*-NCCCop* + RFopc + WCFopc—R+e—=R2e

and:

OP : Sales™*

CopX = Sum:OPCX - BOaoX - INJop* - LIQop*

and:

BOaoX = [(BOop - (BOvol x (TPop/TPvolop))) MBAX ]

and:
Issued—Oetober-23:-2000
. Issued by: Stephen H. Bryant Issued On: April 27, 2005
President Effective: NevemberJune 1, 20602005
MDTE Ne-03

5-89



SCHEDULE JLH-1-7
PAGE 16 of 36

BAY STATE GAS COMPANY M.D.T.E. No. 36

Cancels M.D.T.E. No. 3~Sheet No—16
BAY STATE GAS COMPANY

Page 16_of 36
COST OF GAS ADJUSTMENT CLAUSE
RFopc = Ropc/OP:Sales
and:
WCFopc =[(WCAope x CC)-(WCAope x CD)] '
(1-TR) + (WCAopc x CDY+ WCRopc

OP : Sales
and:
WCAopc=Cop (DL/365)
Where:
BOao LNG Boil-off allocation as deﬁned in Section 6-099.00.
CcC Weighted cost of capital as defined in Section 6-85-5.00.
CD Weighted cost of debt as defined in Section 6:655.00.
Cop Commodity Charges billed to the off-peak period as defined in Section £-0565.00
DL Number of days lag from the purchase of gas from suppliers to the payment by

customers. See Section 6-10.00. _

INJop Injections into underground storage during the off-peak period.
LIQop Liquefactions into storage during the off-peak period.
NCCCop Non-core commodity costs allocated to the off-peak period as defined in Section 6.05.
OP:Sales Forecasted sales volumes associated with the off-peak period.
OPC Commodity charges associated with gas supply sent out in the off-peak season as defined

Fa [x=r

RFopc Off peak commodity charge reconciliation adjustment factor per billed off peak sales
volume associated with commodity charges related to the off-peak period.

Rope Reconciliation Adjustment Cost - Account 175.413 balance, inclusive of the associated
Account 175.413 interest, as outlined in Section 6-0699.00.

TPop Total pipeline commodity purchase charges for the off-peak period.

Iesued—Oetober-23.-2000
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TPvolop Total pipeline purchase volumes for the off-peak period.
TR Combined Tax rate as defined in Section 6-885.00.
WCAopc Commodity charges allowable for working capital application as defined in Section
. 6:10.00. ‘
. WCFopc Working Capital allowable per off-peak sales volume associated with commodity charges
allocated to the off-peak period as defined in Section 6-10.00.
WCRopc Working Capital reconciliation adjustment associated with off-peak commodity charges -
. Account 142-2176.14 balance, as outlined in Section 6-10.00.
X Designates eustomer—elassload Factor specific allocation of costs, based on
Simplified Market Based Allocation factors.
Off Poak Bad Debt-(BDop)Formula
OP:Sales
and:
(A CAanhd * COY - (WCAepne* C
C Y Vv SOl X RIA T N TV UL XU C /X7 ]
— . *
OP:Sales
and-

Issued by: Stephen H. Bryant Issued On: April 27, 2005
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- 6:8%7.0 Interruptible Sales, Non-Traditional-Off-System Sales and Capacity Release

Revenues

A threshold level of margins will be established annually and separately for Interruptible Sales,
Non=-Traditional-Off-System Sales and Capacity Release Revenues. Any margins earned in
excess of the predetermined level shall be divided between the Company and its firm sales
customers under a 25/75 sharing arrangement. The threshold level of margins shall be adjusted to
reflect additions or losses from Customers who switch from FT, FS or Interruptible
Transportation (“IT”) to IS and conversely, from IS to FT, FS or IT. The Company shall adjust
the threshold level annually to reflect Interruptible Sales, Non-TFraditional-Off-System sales,
and capacity release revenues for the twelve-month period ending April 30 of each year.

Margins from Interruptible Sales, Noen=Traditional-Off-System Sales and Capacity Release
will be reflected as separate credits in the peak season GAF and shall be calculated as the sum of
the following:

W 100% of the margins earned up to the predetermined threshold level.

2) 75% of the margins earned in excess of the predetermined threshold level.

Issued by: Stephen H. Bryant , Issued On: April 27. 2005
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6-088.0 Gas Suppliers' Refunds - Accounts 242-3265.85 and 242-2265.86

Refunds from upstream capacity suppliers and suppliers of product-demandgas are credited
to Account 242.1—Undistributed —Purchased—Capaecity/Produet—Demand

Refunds" Refundsfrom suppliers265.85. “Refund-November” if received during the
months of WM&M%—Q@WH@M

-as-a-ereditin
t—he—semwrn&a—l—ea—leiﬂ&t—}eﬁ—ef—March through August, and to Account 265.86 “Refund-

May”, if received during the GAE—t’e—be—ea—le&LafEed—&S—feﬂe%months of September
through February.

— Refund-programs_ A refund program shall be initiated with each semiannual GAF filing and
shall remain in effect for a period of one year._The balance in Account 265.85 shall be placed

into a refund program with each November filing. The balance in Account 265.86 shall be placed
into a refund program with each May filing. The total dollars to be placed into a given refund

program shall be net of over/under-returns from expired programs plus refunds received from

supphers since the prev1ous program was mmated Reiiuﬂds—sh&u—be—-&e-gfega%ed—by

ea-leqﬁ&ted—&sa&g—t—he—Fleetis—pﬁme—leBdﬁ}g—*&te—The Company shall track and report
on all Account 242-1265.85 and Account 242-2265.86 activities—as—speeified—in—Seection
610, If during any twelve-month period commencing with the billing month of November for
Account 265.85 and May for Account 265.86, the projected supplier refund factor is less than
one-hundredth of a cent per therm ($0.0001), the respective supplier refund account balance shall
be transferred into Account 175.26 or Account 175.16 for the November and May filings
respectively.

Gas Supplier’s Refund Factors
509 R Tiati A i A T

Rl The per unit supplier refund associated with the Refund — May program. The following formula
shall be used to calculate the R1 factor. '

Issued —Oetober-23;-2000
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RlI= RIS+I
A:Sales
Where:
R1$ Ending balance in Account 265.86 “Refund — May”
I Total forecasted interest calculated on the R1$ balance computed at the consensus prime
rate as reported in the Wall Street Journal based on a 365 day year. '
A:Sales Forecasted annual firm sales volumes.

R2 The per unit supplier refund associated with the Refund — November program. The following
formula shall be used to calculate the R2 factor.

R2= R2§+I1
A:Sales
Where:
R2% Ending balance in Account 265.85 “Refund — November”
1 - Total forecasted interest calculated on the R2$ balance computed at the Federal Reserve
Prime Rate based on a 365 day vear.
A:Sales Forecasted annual firm sales volumes.

9.0 Reconciliation Adjustments — Other than Working Capital

Q)] The following definitions pertain to reconciliation adjustment calculations:
(a) Capacny Costs Allowable per Peak Demand Formula shall be:

i. Charges associated with upstream storage and transmission capacity
procured by the Company to serve firm load in the peak season.
ii. Charges associated with transmission capacity procured by the Company
to serve base load requirements in the peak season.
iil. Charges associated with upstream storage and transmission capacity

- procured by the Company to serve firm load in excess of base load requirements
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in the peak period, plus a reallocation of a portion of such charges incurred in the
off-peak season to serve firm load.

iv. Charges associated with peaking, production and storage capacity to
serve firm load in the peak season frem—as determined in the test year of the \
Company's most recent test—year-rate proceeding and allocated to firm sales
storage service.

V. Credits associated with Non-Core Sales Margins or economic benefits .
asseetated—with—from capacity release, non—traditional-off-system sales
for resale and interruptible sales margins allocated to the firm sales service.

vi. Credits associated with daily imbalance charges billed transportatlon
customers in the peak period.

vii.  Peak demand earrying—echargesCarrying Charges as defined in ) .

Section 5.00.

i Charges associated with gas supplies, including any applicable taxes,
purchased by the Company to serve firm load in the peak season, plus a
reallocation of LNG boiloff costs from the off-peak season, determined by the
product of the difference in the average cost of pipeline purchases during the off-
peak period and the average cost of LNG boiloff in the off-peak period times the
LNG boiloff volumes purchased in the off-peak period, less the cost of injections
and liquefaction into storage.

. (b) Gas Costs Allowable Per Peak Commodity Formula shall be:

ii. Credit non-core commodity costs assigned to non-ccre customers to
which the CGAC does not apply, as defined in Section 6.06 (NCCCp).

iii. Inventory finance charges (FC).

iv. — v Peak commodity earrving-ehargesCarrying Charges

as defined in Section 5.00.

© Capacxty Costs Allowable Per Off-Peak Demand Formula shall be:
i. Charges associated with transmission capacity and product demand
procured by the Company to serve base load requirements in the off peak season.
ii. Charges associated with transmission capacity and product demand
procured by the Company to serve firm load in excess of base load requirements
in the off-peak period
iii. Credits associated with daily imbalance charges billed transportation
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| |
customers in the off peak period. :
iv. A Off-peak demand earrying-chargesCarrying Charges
as defined in Section 5.00.

\2 Other A & G and Acct. 851 charges associated with peaking production
: and storage capacity to serve firm load in the off-peak season as
determined in the test year of the Company’s most recent, rate proceeding

and allocated to firm sales storage service

(d) Gas Costs Allowable Per Off-Peak Commodity Formula shall be:
i. Charges associated with gas supplies, 1ncludmg any applicable taxes,
procured by the Company to serve firm load in the off-peak season, less the
reallocation of LNG boiloff costs determined by the product of the difference in
the average cost of pipeline purchases during the off-peak period and the average
cost of LNG boiloff in the off-peak period times the LNG boiloff volumes
purchases in the off-peak period, less the cost of injections and liquefactions into
. storage.

ii. Credits associated with Non-core commodity costs asseciated—with
from non-core sales to which the GAF is not applied, as defined in Section

- 6:05:5.00.

iii. Off-peak commodlty e&l—mﬂg-eh&ﬁges—

(2) Calculation of the Reconciliation Adjustments

Account 175 contains the accumulated difference between gas cost revenues and the actual
monthly gas costs incurred by the Company. The Company shall separate Account 175 into Peak

cuad: Detaber 22 0000
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Demand (Account 175.2021), Peak Production and Storage Demand (175.22) .Peak Commodity
(Account 175.1923), Off-Peak Demand (Account 175.30);11), Off-Peak Production and Storage
Demand (175.12) and Off-Peak Commodity (Account 175.8913). Account 175.2021 shall contain the
accumulated difference between revenues toward capacity costs calculated by multiplying the Peak
Demand Factor for each-eustomer-elass;-{the High and Low Load Factor classes, (DFp¥) times
monthly firm sales volumes for-each-sustemer-elassfortigh and Low Load Factor classes, and the
total capacity costs allowable per the peak demand formula. Account 175.3922 shall cortain the
accumulated difference between revenues toward gas costs as calculated by multiplying the Peak
Commodity Factor for each-customer-elass the High and Low Load Factorclasses, (CFpX) times
monthly firm sales volumes for each-customer-elassHigh and Low Load Factor classes, and the total
commodity costs allowable per the peak commodity formula. Account 175.3022 shall contain the
accumulated difference between revenues as calculated by multiplying the Peak Production and Storage
Demand Factor for the High and Low Load Factor class. (PS,") times monthly fimm sales volumes forthe
High and Low Load Factor classes, and the total production and storage costs allowable per the peak
production and storage demand formula. Account 175.11 shall contain the accumulated difference
between revenues toward capacity costs calculated by multiplying the Off-Peak Demand Factor for eaeh
eustomer-elassthe High and Low Load Factor classes, (DFopX) times monthly firm sales volumes for
each-customer-elassthe High and Low Load Factor classes, and the total capacity costs allowable per
the off-peak demand formula. Account 175.6813 shall contain the accumulated difference between
revenues toward gas costs as calculated by multiplying the Off-Peak Commodity Factor ‘or each
customer-elassthe High and Low Load Factor classes, (CFopX) times monthly firm sales volumes for
each-customer-elassthe High and Low Load Factor classes, and the total commodity costs allowable
per the off-peak commodity formula. Account 175.12 shall contain the accumulated difference between
revenues as calculated by multiplying the Off-Peak Production and Storage Demand Factor for the High
and Low Load Factor classes, (PS,.") times monthly firm sales volumes for the High and Low Load

Factorclasses. and the total production and storage costs allowable per the off-peak production and
storage demand formula.

Carrying Charges as defined in Section 5.00 shall be ealeulated-on-the-average-monthly

balanece-ofcachsubaeecs asing-the Fleet's-prime-lending rates—then-added to
each end-of-the-month balance. The peak demand reconciliation adjustment factor (RFpd) shall
be determined for use in the peak GAF calculation by dividing the peak demand account
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-(175.2021) balance as of the peak reconciliation date, by the forecasted sales volume associated
with the peak period. The peak production & storage demand reconciliation adjustment factor
(RFppsd) shall be determined for use in the peak GAF calculation by dividing the peak
production and storage demand account (175.22) balance as of the peak reconciliation date, by
the forecasted sales volume associated with the peak period. The peak commodity reconciliation
adjustment factor (RFpc) shall be determined for use in the peak GAF calculation by dividing the
peak commodity account (175.3923) balance as of the peak reconciliation date, by the forecasted
sales volume associated with the peak period. The off-peak demand reconciliation adjustment
factor (RFopd) shall be determined for use in the off peak GAF calculation by dividing the off-
peak demand account (175.3811) balance as of the off-peak reconciliation date, by the forecasted
sales volume associated with the off-peak period.__The off-peak production and storage demand
reconciliation adjustment factor (RFoppsd) shall be determined for use in the off-peak GAF
calculation by dividing the off-peak production and storage demand account (175.12) balance as

: of the off-peak reconciliation date, by the forecasted sales volume associated with the off-peak
period. The off-peak commodity reconciliation adjustment factor (RFopc) shall be determined
. for use in the off-peak GAF calculation by dividing the off-peak commodity account (175.8913)

balance as of the off-peak reconciliation date, by the forecasted sales volume associated with the
off-peak period.

The peak period reconciliation filing-date-shall-coineide-with-the-nextwill be filed thirty

(30) days prior to the peak period GAF filing-en-September—15-of-eaek—year, which is
seventy-five (75) days prior to the effective date.

The off-peak period reconciliation filing-date-shall-coineide—with-the-nextshall be filed
thirty (30) days prior to the off-peak period GAF filing-on-Mareh15-efeacn-year, which is

Teavad—Oetober-23 2000
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seventy-five (75) days prior to the effective date.

6-110.0Working Capital Reconciliation Adjustments —Aeceount1+6

(1)  The following definitions pertain to reconciliation adjustment calculations:

(a) Workmg Capital Gas Costs Allowable Per Peak Demand Formula shall be:
i. Charges associated with upstream storage, transmissicn capacity, and
product demand procured by the Company to serve firm load in tae peak season.
ii, Charges associated with transmission capacity procured by the Company
to serve base load requirements in the peak season.
iil. Charges associated with upstream storage and transmission capacity
procured by the Company to serve firm load in excess of base load requirements
in the peak period, plus a reallocation of a portion of such charges incurred in the
off-peak season to serve firm load.
iv. Carrying Charges

(b) Workmg Capital Gas Costs Allowable Per Peak Commodity Formula shall be:
i. Charges associated with gas supplies, mcludmg any applicable taxes,
purchased by the Company to serve firm load in the peak season, plus a
reallocation of LNG boiloff costs from the off-peak season, determined by the
product of the difference in the average costs of pipeline purchases during the
off-peak period and the average cost of LNG boiloff in the off-psak period times
the LNG boiloff volumes purchased in the off-peak period, less the cost of
injections and liquefactions into storage.

ii. Non-Core Commodity Costs associated with non-core sales to

which the GAF is not applied. -

iii. Carrying charges.

(©) Workmg Capital Gas Costs Allowable Per Off-Peak Demand Formule shall be:
i. Charges associated with transmission capacity procured by the Company
to serve base load requirements in the off peak season.
it. Charges associated with upstream storage and transmission capacity
procured by the Company to serve firm load in excess of base load requirements
in the off-peak period.
iii. . Carrying charges.

(d) Working Capital Gas Costs Allowable Per Off-Peak Commodity Formula shall be:

1 1nad: Oetohar 22 92000
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i Charges associated with gas supplies, including any applicable taxes,

procured by the company to serve firm load in the off-peak season, less the
reallocation of LNG boiloff costs determined by the product of the difference in
the average cost of pipeline purchases during the off-peak period and the average
cost of LNG boiloff in the off-peak period times the LNG boiloff volumes
purchases in the off-peak period, less the cost of injections and liquefactions into
storage.

ii. = Non-core commodity costs associated with non-core sales to which the
GAF is not applied, as defined in section 6.05.

iii. Carrying charges.

2) The peak and off-peak, demand, and commodity and
bad-debt—working capital requirements shall be calculated by applying the
Company's days lag divided by 365 days to the working capita. costs allowable
per each formula.

(3) The peak and off-peak, demand, and commodity erd—bad—debt—working |
capital allowances shall each be calculated by applying the Company's weighted
cost of capital to each working capital requirement to calculate the respective
returns on working capital. The interest portion of each working capital
allowance is calculated by multiplying each working capital requirement by the
weighted cost of debt. This portion is tax deductible. The return on each
working capital less the interest portion of each working capital is then divided
by one minus the tax rate. This figure plus the interest calculated above equals

2000

7 ATA~A~4
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the working capital allowance for each.
“) Calculation of the Reconciliation Adjustmenté

Accounts 376-10-176-11 17612, 3176-20,176-21175.14. 175.13, 175.24,

and 3¥6-:22175.23 contain the accumulated difference between working capital
allowance revenues and the actual monthly working capital allowance costs as
calculated from actual monthly costs for the Company-

al«lewed—pei——eﬁ-pe&k——-b&d——deb%—fe%m&la— plus Carmng Charges as

defined in Section 5.00.

The components of the Company's purchased gas days lag shall be recalculated
each season based upon actual CGAC seasonal data. This recalculated days lag
will be used in the calculation of the working capital allowance revenues. Each
Account 176175 shall contain the accumulated difference between revenues
toward the working capital allowance and the working capital allowance.

The peak demand working capital reconciliation adjustment shall be determined
for use in the peak demand factor calculations incorporating the peak demand
working capital account 37#6-30175.14 balance as of the peak reconciliation date |
designated by the Company. A peak commodity working capital reconciliation
adjustment shall be determined for use in the peak commodity factor calculations
incorporating the peak commodity working capital account 3+6-3+175.13 |
balance as of the peak reconciliation date designated by the Company. An off-
peak working capital reconciliation adjustment (WCRopd) shall be determined
for use in the off -peak demand factor calculations incorporating the off-peak
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demand working capital account (376-20175.24) balance as of the off-peak |
reconciliation date designated by the Company. An off-peak commodity

* working capital reconciliation adjustment (WCRopc) shall be determined for use
in the off-peak commodity working capital account (3#6-2%+175.23) balance as l
of the off-peak reconciliation date designated by the Company.
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6-11.0 Application of GAF to Bills

The Company will employ the GAFs as follows: The peak season rates to each load Factor class
of-customers—shall be calculated by adding the respective peak demand factor and the peak

commodity factor. The off-peak season rates to each Load Factor class of-eustemers-shall be
calculated by adding the respective off-peak demand factor and the off-peak commodity factor.

The GAFs ($/therm) for each eustomerLoad Factor class for each season shall be calculated to
the nearest one-hundredth of a cent per wmittherm ($0.0001) and will be applied to each
customer's monthly sales volume within the corresponding eusteraerLoad Factor class.

6-12.0 Information Required to be Filed with the Department

Information pertaining to the cost of gas adjustment shall be filed with the Department in
accordance with the Company's standardized forms approved by the Department. Required
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filings include a mentk&y%peft—whie%kshal}%e—subm&%ted—te—%he@hpaﬁme%en
the-twentieth-of each-month—and-a-semiannual GAF filing which shall be submitted to
the Department at least 45 days before the date on which a new GAF is to be effective.

Additionally the Company shall file with the Department a complete list by—tsub)aceount-of |
all gas costs claimed as recoverable through the CGAC over the previous season, as included in

the seasonal reconciliation. This information shall be submitted with each seasonal GAF filing,
along with complete documentation of the reconciliation adjustment calculations.

13.0  Other Rules

¢y The Department may, where appropriate, on petition or on its own motion, grant an
exception from the provisions of these regulations, upon such terms that it may determine

to be in the public interest.

‘ 2) The Company may, at any time, file with the Department an amended GAF. An
amended GAF filing must be submitted 10 days before the first billing cycle of the month
in which it is proposed to take effect.

3) The Department may, at any time, require the Company to file an amended GAF.
“) The operation of the cost of gas adjustment clause is subject to all powers of suspension
and investigation vested in the Department by G.L. ¢.164.

14.0  Customer Notification

The Company will design a notice, which explains in simple terms to customers the GAF, the |
nature of any change in the GAF and the manner in which the GAF is applied to the bill. The
Company w111 submit this notice for approval at the time of each GAF filing.

Upon approval by the Department, the Company must immediately distribute these notices to all
of its customers either through direct mail or with its bills..

Gas-Supplv-Serviee
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